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ANNUAL REPORT 
OF THE DIRECTORS 


March 19, 1974 
To the Shareholders: 


Submitted herewith is the 1973 Annual 
Report of your Company, together with 
the Consolidated Statements for that 
year on a comparative basis and the re- 
port of your auditors. 


It is estimated that your Company’s 
claims associated with the disastrous 
fire of March 21, 1973 will exceed 
$15,000,000. Due to the complexity of 
the fire loss in terms of dollars, at this 
date we have not settled with our insur- 
ers any component comprising the total 
claim. For statement purposes the fol- 
lowing has occurred: the original cost 
of the building and equipment involved 
in the fire less accumulated deprecia- 
tion has been removed from the fixed 
asset section of the Balance Sheet and 
charged to the insurance claim; the 
standard cost of the process and 
finished goods inventories destroyed 
were transferred from inventories to the 
claim; the added cost of maintaining 
operations by subcontracting work and 
rental of temporary premises is recov- 
erable until March 21, 1974 and this has 
been charged to the fire claim. The es- 
timated insured loss of profits has been 
taken into the statement of earnings as 
income and set up as an amount recov- 
erable under the insurance claim. As at 
December 31, 1973 we had received 
from the insurers and credited to the in- 
surance claim payments on account of 
property damage, including stock, of 
$7,408,509 and subsequent to that date, 
an additional $2,000,000 has been re- 
ceived on account of the loss of profits 
claim. Aggregate payments at this date 
received on account of the total fire loss 
amount to $9,408,509. 


Consolidated sales for the year 1973 
amounted to $48,351,000 as compared 
to $49,511,000 for 1972. The net earn- 


ings for the year amounted to 
$1,574,000 as compared to a net loss of 
$199,500 in 1972. The 1973 earnings 
statement includes a conservative esti- 
mate of loss of profits insurance rev- 
enue, a profit arising from the sale of 
surplus raw cotton, and a reduced pro- 
vision for depreciation because of the 
loss of the significant part of the 
Company’s buildings and plant at 
Trois-Riviéres by the fire. 


The combined consolidated retained 
earnings at December 31, 1973 
amounted to $11,940,490 as compared 
to $10,369,375 at the end of the previ- 
ous year. 


Payments aggregating $500,000 to a 
Sinking Fund for the 8'/2% Series “A” 
Debentures are due in 1974 and this 
amount has been included as a current 
liability. 


Working capital as at December 31, 
1973 amounted to $12,612,727 as com- 
pared to $11,499,250 at the end of 1972. 


In 1973 raw cotton market prices rose to 
historic highs which have continued 
into 1974. It is expected some modest 
reduction will occur by the fourth quar- 
ter of 1974 if the outcome of new crops 
is favourable. The polyester fibre which 
we use became in short supply and in- 
creased in price. 


A two year labour contract was signed 
with the Union representing the em- 
ployees of the Towel Division in Dunn- 
ville and Welland. Currently, negotia- 
tions are taking place with respect to an 
Office Employees’ Union for that Divi- 
sion. 


In the report for 1972 you were advised 


_ the Company had voluntarily recalled 


No-lron sheets and pillow slips follow- 
ing complaints attributed to these prod- 
ucts in the nature of skin irritations or 
allergic reactions. These sheets and 
slips were reprocessed and sold and the 
provision made in 1972 for a loss attri- 
buted to these products was fully ab- 


sorbed, with a small excess cost being 
charged to 1973 operations. 


Wabasso Europe B.V. recorded im- 
proved earnings in 1973 although their 
operations were affected by the disrup- 
tion in the flow of goods from Canada 
occasioned by the fire. Wabasso U.K. in 
its first full year of corporate existence 
experienced a small loss. 


Woods Bag & Canvas Co. Ltd. had im- 
proved earnings over 1972. The volume 
of business transacted was again great- 
er than the previous year and despite 
an extension to the Toronto premises in 
1968 and the acquisition of a plant in 
Thunder Bay in 1969, facilities are again 
becoming inadequate and considera- 
tion is being given to a further exten- 
sion of facilities to cope with increasing 
business. 


The Textile and Clothing Board held a 
formal inquiry on the imports of terry 
towels and towelling in March 1973 and 
in its findings reported that a threat of 
injury to Canadian industry from low- 
cost imports did exist, but that the 
threat had not materialized into damage 
at the time of its inquiry. This matter is 
again to be reviewed by the Textile and 
Clothing Board in May of 1974 and your 
Company as a component of the indus- 
try will be making representations to 
the effect that the volume of low-cost 
terry towel imports is continuing to in- 
crease and is presently causing injury to 
the industry. In 1973 the same Board re- 
viewed the restraints on sales yarns and 
under conditions prevailing at that time 
decided they were no longer required 
and recommended their removal, a rec- 
ommendation which was accepted 
and implemented by the Government. 
Assurance has been given that such re- 
straints can be reinstated quickly if mar- 
ket disruption by low-cost imports re- 
occurs. 


In December 1973 a new International 
Textile Agreement covering all fibres 
was reached by approximately fifty 


countries under the sponsorship of the 
GATT. Canada was a signatory to this 
agreement. Provision is made in the 
agreement for countries to institute re- 
straints on market disruptive imports 
and this is interpreted by the Canadian 
authorities to mean that all restraints in 
the future will ensue only after a formal 
inquiry by the Textile and Clothing 
Board and a recommendation for same. 
Inasmuch as there presently exist re- 
straints between Canada and other 
countries covering sheets and pillow 
slips, towels, and cotton fabrics, it is ex- 
pected formal inquiries will take place in 
1974 to determine if these restraints are 
necessary. The industry is advocating 
the continuance of all restraints without 
modification until such time as it is 
practical to hold inquiries under the 
provision of the new International Tex- 
tile Agreement. Conditions in the indus- 
try can change very quickly and the 
Canadian industry has experienced 
sudden onslaughts of market disruptive 
imports. It is for this reason that existing 
limitations should not be removed until 
a replacement, if deemed necessary 
under the ITA, can be put into effect. 


Production of indigo dyed denim has 
resumed on a limited basis. A new 
finishing plant, including process in- 
ventory storage, is being completed 
and full production should be attained 
by July 1st. A sewing plant and finished 
goods warehouse has been designed 
and steel deliveries for this new facility 
are scheduled for July 8th. All new 
facilities have met environmental stan- 
dards. 


Mr. J. D. Houlding has decided not to 
stand for re-election to the Board at the 
forthcoming Annual Meeting. Mr. 
Houlding has taken on new respon- 
sibilities that will prevent close atten- 
tion to the affairs of this Company. His 
counsel and contribution to the affairs 
of this Company over the ten years dur- 
ing which he was a Director is greatly 
appreciated. 


A By-Law to reduce the authorized 
number of members of the Board from 
thirteen to twelve was enacted on 
March 19, 1974 and will be presented 
for approval at a Special Meeting of 
Shareholders to be held in conjunction 
with the Annual Meeting. 


The consequences of the fire affect both 
the 1973 and 1974 calendar years. The 
Directors are proud of the way the em- 
ployees reacted to the strains and pres- 
sures of 1973 and are grateful to them. 
The Directors appreciate the under- 
standing that they have had from cus- 
tomers and are appreciative of the as- 
sistance received from many suppliers 
both in Canada and the U.S.A. 


On behalf of the Board of Directors 


H. ROY CRABTREE 
Chairman and President. 


AND SUBSIDIARY COMPANIES 
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CONSOLIDATED Assets 
BALANCE 
SHEET CURRENT ASSETS 


Gashh «3 S02cFaEe Frc ee aieone aT atniet ee fe scr re 
Accounts*receivable Sane se cent a ne ar ee 
Incomeutaxsrecoverable- cre seme inci ee ices 
Inventories valued at the lower of cost, replacement 
costo netinealizable Valuicmereeeneae nice eee 
Receivable on interim insurance claims (Note 2) ....... 
Unexpired insurance, prepaid taxes ..............0000- 


as at December 31, 1973 


GOVERNMENT: GRANT Notes) acento one, 
INVESTMENTS 
(Quoted market value 1973 $463,495 
197255342664) proueeensens eeeeee 
FIXED ASSETS (Note 3) 
Land, buildings, plant and equipment at cost .......... 
Less: Accumulatedidepreciationsen.cem sans. oe ene 


GOODWILL PATENTS ANDiPROCESSES 9 - 7c cca ce 


DEFERREDIINCOMESMAX CHARGES ve aeeerreet. state a 


SIGNED ON BEHALF OF THE BOARD: 
H. Roy Crabtree, Director 


Bernard S. Saunders, Director 


AUDITORS’ REPORT 


To The Shareholders 
Wabasso Limited 


We have examined the consolidated balance sheet of Wabasso Limited and sub- 
sidiary companies as at December 31, 1973 and the consolidated statements of earn- 
ings, retained earnings and source and application of funds for the year then ended. 
Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered neces- 
sary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1973 and the results of their operations 
and the source and application of their funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

Riddell, Stead & Co. 


Montreal, March 15, 1974 Chartered Accountants 


$45,129,806 


1973 1972 
$ 199,066 $ 70,132 
8,991,358 7,555,251 
— 159,171 
18,887,845 16,721,774 

2,664,636 = 

264,493 167,161 
31,007,398 24,673,489 
252,834 252,834 
372,449 362,449 
40,773,327 40,906,474 
27,276,204 28,178,024 
13,497,123 12,728,450 
2 2 
13,497,125 12,728,452 
— 1,096,000 


$39,113,224 


Liabilities 


CURRENT LIABILITIES 


Bank indebtedness, secured 22:2. .5...5.0cca dss ve owe vee 
Accounts payable and accrued charges................ 
INGOmMestaxesS PavVaDley... co tar smells al. WGN oc ek oarsievee ae 
Current portion of,long term debt »...- 2.4.56. .0s0ae.s 


LONG TERM DEBT 


Series “A” 81/2% debentures (Note 4) ................. 


Notes payable maturing up to 1977 in instalments, 


AtaINteneStarateSutOms/ U/aVomet csc c cic sf steel ow een ee ames 


Curren pontionnnchluided aboVvererer re aaneas seen: 


AR) EMU DER OL ee eB. ...0 ara t cSNe IGN se elaine eonld 


Shareholders’ Equity 
CAPITAL STOCK 
Authorized 


525,000 common shares without nominal or par value 


Issued 


3S SUA SESHIALCSE I eae en se ae ee eae eee 
RESERV ESmerertertttsrrs ccrrtn et peteecen a tah a nth rt aati tare 
RERAINEDIEAR NIN GS seen eee ce i ee ee et 


1973 1972 
$12,605,000 $ 9,424,625 
4,757,000 3,300) 130 

247,400 — 

785,271 410,478 
18,394,671 13,174,239 
10,000,000 10,000,000 
861,023 1,261,373 
10,861,023 112617373 
785,271 410,478 
10,075,752 10,850,895 
52,125 51,947 
2,666,768 2,666,768 
2,000,000 2,000,000 
11,940,490 10,369,375 
16,607,258 15,036,143 
$45,129,806 $39,113,224 
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CONSOLIDATED 
STATEMENT 

OF EARNINGS 
For the year ended 
December 31, 1973 


AND SUBSIDIARY COMPANIES 


OPERATING EXPENSES 

Manufacturing, selling and administrative costs........ 
Interest on: long tern debts ee perce ree ee ee 
Interest —other.. 7.3 205 to ee een Se eee 
Depreciation ....0.006 see aha Ree eee eens ore ese one tac eee 
Minority:interest™.< c..cuspeen ae pete eee re en ee eee 


Operating profit before taxes 
(including estimated recovery under loss 
OP IOS ISU INES) (INO 2) cs sccccpeodueoondoascor 
lp’come:taxes—curnent eerie tei ee te eit 
=< eferredaarie tot ce Pen ane 


OTHER CHARGES 
Provision for loss on inventory disposal 

(less income taxes of $242,000) ..................+-- 
Start-up costs associated with the installation 

of new equipment (less income taxes 

of $426,000)  S2heteemmento ns use ea are eae 


EARNINGS (EOSS) FOR THE VEAR fee sna eee oer 
EARNINGS (LOSS) PER COMMON SHARE ............. 


1973 1972 

$48,351,497. $49,511,064 
42,124,121 46,048,376 
910,564 433,995 
954,476 728,471 
1,342,163 1,497,090 
3,106 1,259 
45,334,430 48,709,191 
3,017,067 801,873 
358,715 78,892 
1,096,000 279,000 
1,454,715 357,892 
1,562,352 443,981 
26,272 73,420 
(15,091) (2,337) 
1,573,533 515,064 
= 258,000 

oe 456,564 

= 714,564 
$ 1,573,533 ($ 199,500) 
$3.96 ($0.50) 


CONSOLIDATED 
STATEMENT 

OF RETAINED 
EARNINGS 

For the year ended 
December 31, 1973 


CONSOLIDATED 
STATEMENT 

OF SOURCE AND 
APPLICATION 

OF FUNDS 

For the year ended 
December 31, 1973 


BAFANCEFATCJANUA Rial mentee een 
Earnings (loss), for the: vealsaaat see eee 


Dividends: paid St] wan eee son oe ee eee 
BALANCE Al, DECEMBERGS | merce eee ee 


Source of Funds 


From operations 


Earnings (OSS) EO thehy.ca aerial ener 
Depreciatlonisercctr eles rat eee 
Deferredincome:taxesmereie creche ret erraart 


Net book value of fixed assets destroyed 


ine tire (Note.2) ceo eee ecm erences et 
Saleot fixedtassetseegree sacs ers toe ae ey 
Increase. in. long termudebt roan .aosae ome rcs 
Notes: pavables dnttimcr stems ceremonies aereincts 


Application of Funds 


AGGitlOnSstOMiIxedeaSSCLS mere ieee renter nie 
Redtictionrol.debentUneS eee cern arene 


INGREASE IN) WORKING: CAPITAL ee eee co ou 
VVOFKING) Capitaliat Jatitlany alice meme teretyemenery tae 


WORKING CAPITAL AT DECEMBER 31 ........... 


$ 1,573,533 


1973 1972 
$10,369,375 $10,690,474 
1,573,533 ( 199,500) 
11,942,908 10,490,974 
2,418 121,090 
$11,940,490 $10,369,375 

1973 oy 


($ 199,500) 


1,342,163 1,497,090 
1,096,000 ( 389,000) 
4,011,696 908,590 
964,289 — 
41,444 52,7515 
_ 4,800,000 
_— 324,369 
5,017,429 6,085,474 
3,116,569 3733i1,139 
500,000 _— 
275,143 — 
2,418 12a¢009 
9,822 7,660 
3,903,952 3,460,398 
1,113,477 2,625,076 
11,499,250 8,874,174 
$12,612,727 $11,499,250 


0 
LIMITED 


NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 

As at December 31, 
1973 


AND SUBSIDIARY COMPANIES 


1. Basis of Consolidation 


All subsidiary companies are included in the consolidated financial statements. 


2. Insurance Claims 


On March 21, 1973 part of the company’s plant in Trois-Rivieres was destroyed by fire. It is not 
possible at present to determine the repair or replacement insurance values for the fixed assets 
destroyed or damaged, since the reconstruction of the company’s premises is still in progress. It 
is certain however that the claims will exceed the original cost of these assets by a substantial 
amount. This gain will be recorded as an extraordinary item when the claim can be determined 
with a reasonable degree of accuracy. 


Insurance coverage for profit on lost sales and excess production costs arising from the fire will 
terminate on March 21, 1974. The company has been or will be fully reimbursed for other costs 
incurred as a result of the fire, irrespective of the time period. 


3. Government Grant 


In 1972 the company obtained government grants totalling $1,505,548 in respect of fixed asset 
purchases. The grants have been recorded as a reduction of the cost of fixed assets purchased. 
The balance of $252,834 is receivable prior to February 1, 1975. 


4. Series “A” Debentures 


The debentures mature December 28, 1987 and are secured by a floating charge on all the assets 
of Wabasso Limited. The sinking fund requires instalments of $250,000 semi-annually from June 
28, 1974 to maturity. The company may redeem outstanding debentures for sinking fund pur- 
poses in addition to the semi-annual payments. 


The provisions of the trust indenture preclude the payment of dividends unless consolidated 
working capital exceeds $5,000,000. 


5. Income Taxes 


A subsidiary company has received income tax assessments for the years 1970 and 1971. These 
assessments result from the disallowance of a terminal loss claimed on the sale of fixed assets to 
Wabasso Limited and will be contested by the subsidiary company. The outcome of these 
assessments will not have a materially adverse effect on the companies’ consolidated financial 
position. 


6. Statutory Information 


1973 1972 
Number ofdirectors tennessee 1s} 14 
DirectorsaremuUnenationmenen a teetreier tt $ 21,875 $ 18,750 
Number of officers and past officers ....... 8 2 
Officers’ and past officers’ remuneration ... $273,833 $350,500 


Number of officers who are also directors . . 2 3 


J LIMITED 


MARCH 21, 1973 


The following is a pictorial story of the fire at 
Trois-Rivieres, the devastation, and the re- 
building programme. The area destroyed is 
outlined in white showing the proximity of 
the weaving mill on the right and a portion of 
the dyehouse and yarn processing buildings 
on the left. 
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Vous pourrez voir ci-dessous _ illustré “aa 
l‘incendie de Trois-Riviéres, |’étendue des 
dommages et la reconstruction en cours. 
L’encadrement en blanc de la zone détruite 
par le feu démontre la proximité de l’usine de 
tissage a droite et une partie de l’usine de 
teinture du tissu et de l’atelier de teinture du 
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